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FINANCIAL HIGHLIGHTS 


Operations 


Sales: 


Manufacturing Companies: 
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Mexico 
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Income: 
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Taiwan 
Mexico 
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Export and Trading Companies (including royalties).......... 


Income: Before.ExXtraondinalry Item: senccman can leases «oes 


EXtrAOre IMAKVaIGINY carskercte cease 3 crs Seam cue csuses eave step evewtic ae oi 


Netel ne Oim Caeepeaten skeet te core acon orotate ote oats ce tesabenecccn ate 


Income Per Share: 
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Balance Sheet 
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Current Assets 
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Working Capital 
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1971 


$ 71,739,000 
25,298,000 
12,296,000 
23,371,000 
(8,704,000) 

$124,000,000 


$ 2,913,000 
1,256,000 
867,000 
568,000 
5,604,000 


$ 5,604,000 


1970 


$ 58,043,000 
23,229,000 
12,248,000 
17,879,000 
(5,157,000) 


$106,242,000 


$ 1,394,000 
1,284,000 
867,000 
423,000 


3,968,000 


425,000 


$ 4,393,000 


$ 42,719,000 


$ 37,115,000 


$13.31 
$ 53,113,000 
16,291,000 


$11.56 
$ 45,085,000 
14,281,000 


$ 36,822,000 


$ 30,804,000 
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LETTER TO STOCKHOLDERS 


through December with sales and earnings for the year being the highest in the 
ili twenty-five year history of the company. 

In October, Canadian Admiral broke ground for a 36,000 square foot 
addition to its refrigerator plant. Upon its completion this summer the company will be able to fabricate outer cabinets 
for refrigerators which heretofore it has purchased from an outside source. This will enable Canadian Admiral to 
be in a position to better meet the growing demand for Admiral refrigerators. Unit sales of refrigerators increased 
some 48% in 1971, while industry shipments increased only 15%. 

Electric ranges also constitute a significant and growing line in the company’s business. The ranges are 
produced by Beach Foundry, Ltd. In 1971, Canadian Admiral, through its wholly-owned finance company, acquired 
a 272% equity interest in the company, and from January 1, 1972 the entire range output of the plant, both gas and 
electric, have been and will continue to be produced under the Admiral brand. In the second quarter Canadian 
Admiral will introduce a line of home laundry equipment. 

At the close of the year, Stuart D. Brownlee, who has ably served as President of Canadian Admiral for 
sixteen years, announced his retirement. However, we are pleased to say, he will remain on the company’s Board of 
Directors, serving as Chairman of the Executive Committee. 

Mr. Brownlee has been succeeded by Edwin Whittaker, formerly Executive Vice President— Marketing. 

Mr. Whittaker has more than 35 years of experience in the Canadian industry, the past 20 being with Canadian 
Admiral, and we are confident that the company will continue its growth under his leadership. 

The results for the year attained by Admiral de Mexico approximated those for 1970 because of a record 
fourth quarter. Business, generally, was sluggish throughout the year, and the electronics industry was additionally 
affected by luxury taxes imposed upon certain products. These taxes were partially abated in the fourth quarter, 
but an increase in the sales tax on all electronic products was enacted and became effective January 1, 1972. 

The two measures were largely responsible for a dramatic upturn in sales in the fourth quarter. 

During the year Admiral de Mexico introduced lines of room air conditioners and electric household 
refrigerators. While presently small in volume, sales of these products are expected to grow and become a significant 
part of the company’s business. 

As a result of better market conditions in Canada and the United States, sales of Admiral Overseas 
Corporation again increased. Approximately 92% of sales are made to Admiral Corporation for its own account and 
for its private label customers. 

U.S. industry projections for 1972 indicate another good year, especially for color, and Admiral Overseas 
Corporation will greatly increase its color set production in the year. 

Considerable speculation over the future of Taiwan has arisen as the result of recent political developments. 
It is reassuring, however, to note that the in-flow of investment funds still continues. While we have availed 
ourselves of the insurance protection prudence dictates, we are confident in the security of your company’s interests. 

Export sales and earnings together with royalty income showed a healthy increase despite the aggravation 
of dock strikes on both the east and west coasts. The Japan Branch expanded its activities to serve Admiral 
licensees as well as Admiral Corporation, Admiral Overseas Corporation and Canadian Admiral Corporation, Ltd. 

Consolidated sales of $124,000,000 represent an increase of more than 16% over 1970 sales, and 
consolidated earnings of $5,604,000 were more than 41% greater than those of 1970 (before the extraordinary item). 

On March 1, 1972 your Board of Directors declared a dividend of ten cents per share payable on May 15 to 
stockholders of record at the close of business on April 3. This is the first dividend on the stock of the company to be 
declared. At the same time, the Board established a dividend policy of quarterly payments of ten cents per share. 

While a good deal of uncertainty exists with respect to the world monetary situation and the United States 
economy, present indications are that 1972 will be an equally good year for your company. 

On behalf of the Board of Directors, | wish to express our appreciation to all personnel and suppliers for their 


collaboration and to all customers for their favor. 
Zi go Bien o 


Vincent Barreca 
Chairman and President 
March 20, 1972 


| Y As the table on the preceding page reveals, your company enjoyed a record year in 
if both sales and earnings. 
After a slow start because of depressed market conditions carrying over 
ri i from 1970, Canadian Admiral’s sales and earnings showed a sharp upturn in the 
p \ a second quarter. Record sales and earnings were achieved each month from April 
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A COMMITMENT TO PEOPLE 


im |" on it " 
\ hy 4h H il ! | I" With subsidiaries and licensees 
a ll le located in 19 foreign countries, 
Admiral International Enterprises 


mu 
a dl , yy has numerous agreements, 
I" wh ns i ; contracts and commitments, all of 
ins which are important to its 
m operations. 

However, in the final analysis, 
all of these commitments are commitments to people: to the 
customers who buy its products and use its patents; to employees 
who make its products possible; and to the stockholders who own 
the company. 

As an international organization, AIE inevitably contributes to the 
economic growth of the countries in which it operates. Perhaps, the 
most apparent and immediate contribution in this area is that of 
employment. 

More than 3,700 people are employed by the three principal 
foreign subsidiaries of AIE. Over 99% of them are nationals of the 
host country. 

All management and professional positions in Canadian Admiral 
and its wholly-owned finance company, Ensign, are occupied by 
Canadians. The president of Admiral de Mexico is the only United 
States citizen in the management of AIE’s second oldest 
manufacturing subsidiary. And in keeping with its policy of using local 
management in foreign subsidiaries, most of the remaining American 
managers of Admiral Overseas Corporation in Taiwan are slated to be 
replaced by Chinese nationals in due course. 

Providing jobs and management opportunities to citizens of the 
countries in which it has subsidiaries is just one aspect of AIE’s 
commitment to people. 

Another part of this commitment is evidenced by the company’s 
practice of advancement from within. This policy has obvious benefits 
to the company as well as its employees. However, to be effective, it 
must be implemented by programs which actually prepare people by 
providing them with the knowledge and skills needed to assume 
positions of greater responsibility. 

Canadian Admiral, for example, participates in a variety of job 
training programs sponsored by the Ontario government. It also pays 
part of the tuition for employees taking approved night school courses. 
And it employs university engineering students on programs which 
alternate three months of practical work experience with three 
months of studies. 

Admiral de Mexico offers continual on-the-job training and 
sponsors a program of outside educational courses for qualified 
employees. Recent expansion into refrigeration and air conditioning 
product lines has already created more jobs and increased 
opportunities for advancement for its employees. 

Admiral Overseas Corporation develops the management and 
technical capabilities of its people by sponsoring a number of different 
employee training programs. These include English language courses, 
management development training and special educational courses 
for foremen and supervisors. AOC also contributes to the Yangminshan 
Management Training Center, established to increase the efficiency of 
local management through intensive seminars and practical 
course work. 

Finally, AIE licensees in South America and in other parts of the 
world offer similar programs to train and prepare their employees for 
advancement to positions of greater responsibility. In Venezuela, for 
example, the licensee—which pays better than average salaries to its 
400 workers—also pays the tuition and encourages qualified 
employees to take courses which will help them better their positions 
and income. 

Through the leadership and expertise of local management... 
through the planned development of human resources . .. through 
service to the local community—AlE strives to achieve continued 
growth and success in all its operations. This is its commitment to 
its stockholders. 
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A COMMITMENT TO GROWTH 


| My 
rf “afl a Y The history of Admiral International 
in 3 ' Enterprises is a history of the 
l growth and development of its 
il individual manufacturing 
ik subsidiaries, branches and 
i licensees 
“o Canadian Admiral, AIE’s oldest 
i and largest manufacturing 
subsidiary, began its present day operations by producing radios in 
Toronto in 1946. Sales have risen dramatically since its first full year 
of operation, from less than $2,000,000 to a record high of $71,739,000 
in 1971. During this time, Canadian Admiral has become the largest 
home entertainment and appliance manufacturer in Canada. 

Admiral de Mexico is AIE’s second oldest manufacturing 
subsidiary. It was organized in 1954, just eight years after Canadian 
Admiral was established. Starting with its first full year of operation, 
sales have grown from $1,410,000 to $12,296,000. Expansion of its 
manufacturing facilities and product lines, including the introduction of 
the first color TV sets in Mexico in 1967, have made Admiral de Mexico 
the largest producer and marketer of television sets in Mexico. 

In 1967, Admiral Overseas Corporation began manufacturing 
electronic equipment in Taiwan for export. Sales have now reached 
$25,298,000. In 1970, Admiral Overseas Corporation became the 
largest exporter of any foreign-invested company in the Republic 
of China. 

In 1970, AIE opened a procurement office in Tokyo to supply AIE 
subsidiaries, Admiral Corporation and AIE licensees throughout the 
world. Since its inception, the company’s Japan Branch has made a 
significant contribution to the success of its customers. 

In Brazil, which has one of the highest growth rates of any country in 
the world, the AIE licensees face a period of enormous expansion. 
The country’s population, which has grown from 55 million in 1950 to 
about 100 million today, is expected to increase to 130 million by 1980! 
They serve this growing market with a full line of household appliances 
and home entertainment equipment—including color television sets. 
Brazil is the first South American country to telecast in color. 

In those countries where Admiral products are manufactured, AIE 
makes a meaningful contribution to each nation’s economic growth 
and development by creating jobs and opportunities for the people in 
each country, from top management on down. In all those nations 
throughout the world where Admiral products are sold through sales 
and license agreements, Admiral appliances and home entertainment 
products contribute to a better way of life for the people in each country. 

As the various economies of the far-flung nations of the world 
become more highly developed, and as the standards of living within 
each country increase, the international market for Admiral products 
will grow to vast and unpredictable dimensions. Right now, AIE is 
doing what it can to speed the process... to make it happen. 

AIE plans to be there when it does. 
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A COMMITMENT TO A BETTER WAY OF LIFE 
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Te technical development and 
economic well-being of the people 
» ‘ fn of other nations. 
il Here are some of the ways in 
which AIE subsidiaries and 
licensees contribute to improving the quality of life for their people in 
their respective countries. 

The creation of jobs is just one example of AIE’s involvement. 
While Admiral Overseas Corporation provides direct employment to 
approximately 2,000 people in Taiwan, it is estimated that AOC’s 
manufacturing and export activities actually contribute employment 
to another 20,000 people working in support industries. 

Canadian Admiral developed the first “classroom” TV receivers 
with special features such as high mounting stands, sunshields, and 
locked controls that are now in use in Canadian schools. 

Admiral de Mexico, in addition to contributing to the cost of books 
and other school materials needed by the children of its employees, 
also supplies a range of special audio-visual equipment to technical 
schools in the area. 

Admiral Overseas Corporation has donated equipment and 
expertise to a technical development program and center in Taipei. 
AOC has also helped the Taipei American Schoo! purchase needed 
classroom equipment. 

Like their American counterparts, the people of Canada and 
Mexico enjoy competitive games and love to watch their favorite sports 
on TV. In Canada—hockey, lacrosse and Canadian-style football are 
favorite sports. In Mexico—where bullfighting is considered more of an 
art than a sport—jai-alai, baseball and soccer are quite popular. Even 
in Taiwan—where competitive sports have never gained national 
prominence —little-league baseball has recently become an ardent 
pastime of the younger set. 

Canadian Admiral sponsors company hockey, baseball and 
bowling teams which compete in industrial leagues. Admiral de 
Mexico fields a company team in soccer, baseball, basketball, volley 
ball and bowling. 

And in Trinidad— where cricket and soccer are both popular sports 
—the AIE licensee company soccer team has won the industrial 
league championship for two years in a row. 

Sports and panel shows are the favorite TV fare in Canada. 
Mexicans seem to favor live variety shows, situation comedies and 
soap operas. In Taiwan, however, modern stage plays, Taiwanese 
opera productions and musical shows get top ratings. 

As good corporate citizens, AIE subsidiaries and licensees 
contribute time, money, technical knowledge and manufactured goods 
to benefit public organizations and private institutions which serve the 
community. AIE's licensee in the Philippines, for example, contributes 
annually to civic and government sponsored fund-raising campaigns 
for the poor and physically handicapped. It has helped build churches, 
schools and even donated the land on which to build them. It has 
also served its community by raising funds for the victims of fires, 
floods, typhoons, earthquakes and other disasters. 

As manufacturers and merchandisers of Admiral appliances and 
home entertainment products, AIE is in a ‘‘better-way-of-life” kind of 
business. AIE is committed to people, to growth and toa program 
of constantly seeking new and better methods of manufacturing and 
selling its own special brand of ‘‘better living” throughout the world. 
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CONSOLIDATED BALANCE SHEET 


Admiral International Enterprises Corporation and Consolidated Subsidiaries 


December 27, 1971 and December 31, 1970 


Assets 1971 
Current Assets: 
Cash andicentiticates ofideposites ayo ect eet ene ee en ene roe $10,258,000 
Marketable securities, at cost which approximates market................. - 
Notes and accounts receivable: 
Admiral’Corporation (Note )cnis 2.5. aerrctlcnsnhe ae. clr. ty ain cee 3,400,000 
Others, less allowance for doubtful accounts of 
$1,025,000 In1971- and: $908,000 tn: 1970 Se eccenters ete eget ete nee nee _ 22,289,000 
25,689,000 
Inventories, at lower of cost (first-in, first-out) or market: 
Rawimaterials ancdawOnks Im) PrOCCSSer ms iereie creiener ai ieieneneeeie renee ne ren nce 9,832,000 
FinishedwQoods* sy. nb4 <a tavan wwe ce ons eee eae en iene teen cea 6,706,000 
16,538,000 
Prepaidsexpenses ancdrothem cunremtmaSSClSmmrcmreneiseirie tiene oienenatet sn tetera renee 628,000 
TOtalkcucrent assetsa meee eet eee Ns eRe aaie ee ee 53,113,000 
Investments and Other Assets: 
Investments in and advances 
torunconsolidateditinance subsidiany (NOtei2) eae ee rere oe sree eee 1,622,000 
@themasseisrandidelernedschatiG Sheree rere nner aren antares 610,000 
2,232,000 
Property, Plant and Equipment, at cost: 
Renee ve ath acs coo soem cece: ok Cinco 0 ene Atar recat yr de ienegeeca 582,000 
SUM ollae elweh il oeMmelinelMiBsesosoanbeobooeGoodcomuuedoenonedoccooudut 3,901,000 
Machinery and equipmenmtasiy cc ers oa et cay ertete coe ae ten tena a mene. 5,019,000 
9,502,000 
Less—Accumulated depreciation and amortization (Note 5)................ 3,506,000 
5,996,000 
$61,341,000 


* Reclassified for comparative purposes 


(See notes to consolidated financial statements) 
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$ 6,231,000 
1,500,000 


4,207,000 


18,310,000 
22,517,000 


8,000,000 


6,311,000 
14,311,000 


526,000 


45,085,000 


1,586,000 
564,000 


2,150,000 


582,000 
3,793,000 


4,748,000 


9,123,000 
3,023,000 


6,100,000 
$53,335,000 


Liabilities and Shareholders’ Equity 1971 1970* 
Current Liabilities: 
NOISSED ava DIG LORD AICS aemeewen sere setae ota ta alae Be ee tunis nee LR cot oe $ 1,497,000 $ 2,870,000 
GUrrenkDoriOnomong-terimdebDt. 4.65.1 ee. se weenie eee aie ee ee 160,000 160,000 
Accounts payable and accrued expenses: 
ACMA GOLDOTAIO ENON. inttns ait. scte ater eentis hoe ws h-saste cre a eitie se aoe 585,000 1,799,000 
(QUEL erase doe ie Gre eS ee eg ee an are ee 10,898,000 7,754,000 
11,483,000 9,553,000 
| TOCWGh WANES Glnel SEMIGS COMMACISs.46o5000memnencoasonesnadoo5bce 887,000 643,000 
ACCHUCCmtAXCSmOlMINCOM Cipneytna tee caweiuns it ce suchomene ics cisusneuele fieaeins Oe 2,264,000 1,055,000 
OtatmCUnLe iemlla DIlItOS eae tac errata vars aie cite ete re nerat ere capets eee 16,291,000 14,281,000 
Long-term Obligations: 
Bede -eniiecde min less CULM: DOGIOMes eis selec aitveu ee oc s 155) esses ape eiear el eieneee _ 160,000 
OCU WAMEAINIGS GING! SSATICE COMM|§ECB. oo corcccccocav0on na x0OuOOMDKS 964,000 597,000 
@ijemoeremed credits (NOTOS 1 ANd:S) . sates oe natc tiene emmerers @ ciate sucnts ele 868,000 758,000 
1,832,000 1,515,000 
Minority onarenoiders: Equity in Consolidated Subsidiary... 2.2... 4.2.05... .065-- 499,000 424,000 
Shareholdérs’ Equity: 
Common stock—$1 par value 
Authorized—4,000,000 shares 
icoheesanceoutstanding—o,210, 000 sshanes iia wreuiot sist ntenracneeementeneionsns 3,210,000 3,210,000 
Gapitalainr excess Ol Dah ValUCi. qanacm ire ccwie ses terres elitism ile weit ae 5,670,000 5,670,000 
FRE TaIIEC CAMINO Senn eee<g tic. ciene viel ots stsriels. 5 le evel Wy crolege ene thlgylane leasunauay as costae 33,839,000 28,235,000 
42,719,000 37,115,000 
Commitments and Contingencies (Note 6) OAS Cree ak > pi 
$61,341,000 $53,335,000 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Admiral International Enterprises Corporation and Consolidated Subsidiaries 


For The Years Ended December 27, 1971 and December 31, 1970 


1971 1970* 
Net sales: 
Admiral Corporation (Note 1) sees 3.2 gare aioe a cgueeteue ieee ole uote sare nee re $ 28,921,000 $26,468,000 
ORS, <CUSTOMIGTS eee reese Sere ecco oi ek secre ae Bees cate etc aan ee 95,079,000 79,774,000 
124,000,000 106,242,000 
Cost of products sold (including purchases and royalty charges from 
Admiral Corporation of $8,159,000 in 1971 and $13,002,000 in 1970—Note 1)....... 102,983,000 89,548,000 
21,017,000 16,694,000 
selling; general-and administrative exPCnSeSaa.. semrrsiects cee cee a etcueas te tegenetenetet tera tiers 11,892,000 10,446,000 
9,125,000 6,248,000 
Other income and (expense): 
Interest: ExpenSe ae. fy eaten: ase hee adesenete Misch meetin rs Gas Ryne are eee el omeeeee es (300,000) (692,000) 
Equity in income before taxes on income of 
unconsolidated tinance subsidiary (INOtG:2) -ermerasrencietene scsistsnemenstraanenne mre araate 437,000 254,000 
Other income (principally royalties and interest)—net (Note 1).............. 909,000 1,118,000 
1,046,000 680,000 
Income before taxes On income, 
minority interest-and extraordinary: Menace... arse sei geet she were ore en cr eee 10,171,000 6,928,000 
Provision for taxes on income (Note 4): 
Currently payable: 
Ped eralaindi State tay vetece: cic tench eee here ot he oll a Ae et pe cg ee 337,000 133,000 
FORO ICD ae ae ae ecco ss eee tte cigene ees tesco aap ec ar cme 4,292,000 2,916,000 
Deferred —fOrelan, Massiates cc ois octeire Pee ale enna Gta tree ede eames (137,000) (125,000) 
4,492,000 2,924,000 
Income before minority interests and extraordinary item........................-. 5,679,000 4,004,000 
Minority interest in income before extraordinary item of consolidated subsidiary ...... 75,000 36,000 
HatoOlaness oSiele ChanelelOllMelny TWIG aocoaguacocsgoocannacddocodboonoeveneceeuaec 5,604,000 3,968,000 
Extraordinary tem, net or minoriy interest (NOG G) im srewcraie see siete mene ene nee — 425,000 
NOP TIACOMTE: amie ak craneacice scopes neta ee ae RES can ee EOE Trane 5,604,000 4,393,000 
Retained earnings: 
BeGinningiOt Vea hs scawn. to crore ceo, wn tiv ee ste ens te a ee en ra 28,235,000 23,842,000 


End of year 


Income per share of common stock: 
Income before extraordinary item 


Extraordinary item 


BFE On © 10 016 Sr ie<el i.e: -aille; ee. .0" 06: 161.0) 0 (ei hel 6,6) 6554" 02 ope) fe) elle: 6/6) (es allie, 6) ois) eet vile. aiieiretie 


Net income 


* Reclassified for comparative purposes 


(See notes to consolidated financial statements) 


$ 33,839,000 


$1.75 


$1.75 


$28,235,000 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Admiral International Enterprises Corporation and Consolidated Subsidiaries 


For The Years Ended December 27, 1971 and December 31, 1970 


1971 107.05 
Source of funds: 
Operations: 
HiCGMesDelOre extlaorGinary. WOM). emus. oe «haere “eric we eid mie eee eee $ 5,604,000 $ 3,968,000 
Add (deduct) income charges (credits) 
not affecting working capital in the period: 
Beprectanonand amonizatlonwmers so. este. «eet eee ee 976,000 856,000 
Increase in non-current portion of product warranties 
GMa: SCIVICS CONTACTS marie Lmet etre omy weet recat eet ane ee ea 367,000 292,000 
BeteheguinCOMme. taxes wasec we cons ale haa eens aka (46,000) (199,000) 
Equity in net income of unconsolidated finance subsidiary........... (221,000) (130,000) 
Minority interest in income of consolidated subsidiary............... 75,000 36,000 
OHNE? Leche cette ers Ciena take RERUN CPOs wre Be reece src Rear (96,000) (26,000) 
6,659,000 4,797,000 
Working capital provided by extraordinary foreign exchange 
adjustment, including minority interest therein ....................02.- - 436,000 
Increaseuinpothetedetennedscreditskeywmen. merece se Mower cei cre cts oes 206,000 122,000 
Repayment of advances to unconsolidated finance subsidiary.............. 185,000 (11,000) 
Decrease in other assets and deferred chargeS...............ceeeceeeees a 431,000 
7,050,000 5,775,000 
Application of funds: 
Acatisition of property, plant and equipment... - 5... ....6 is. ee se eos vee 872,000 1,458,000 
PAY NOMISEOhEt OMG=1OlIl (Cl CWtcwnrats slats erate ce vcbete ott sets 5i6,0) =. ots 0 Speleuen neh avel cn aieness 160,000 2,485,000 
1,032,000 3,943,000 
iereaseunmwvOnkinG Capital am ewes either seuian: « 2 cseeeee «aired ses pane $ 6,018,000 $ 1,832,000 
Increase in working capital comprises: 
Caen ane! mel alae SCUMUESs oocncdunodocobanc obo OU aG es dob au H oi $ 2,527,000 $ 4,970,000 
NGHES Bie) GECOURIS FACEIVEING. on vcaduaogvadobose canon GogovoeoseuODES 3,172,000 (1,671,000) 
AV CLL ORGS meee Hele tates eave covaidyete ol etayefeaeta ce ane chert arate eet srenete ce 2,227,000 (1,268,000) 
Prepaid expenses and other current assetS............ eee cece renee 102,000 114,000 
Nofessoavable 10) DanKSs tm acu. ctes see coe emcees os seme ncn naeens 1,373,000 (1,393,000) 
Accounts payable and accrued Expenses... ....... eee e eee eee cece eee eee (1,930,000) 1,074,000 
Productwatranties and Service CONtraClsS 2... . sie. ae erie erste wowle Wives lalle) (244,000) 14,000 
INECHUGG TAXGSTON INCOME sac cone cs + mg we chat 6 ereuen ove wis © los oie ere hr sine 1 '< (1,209,000) (8,000) 
6,018,000 1,832,000 
Working capital at beginning Of year... ... eee cece eee eee eee eens 30,804,000 28,972,000 
Working capital at end Of year... 1... eee e eee eee eee eee cece ees $36,822,000 $30,804,000 


* Reclassified for comparative purposes 


(See notes to consolidated financial statements) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1— 

RELATIONSHIP TO ADMIRAL CORPORATION 

At December 27, 1971 and December 31, 1970, ap- 
proximately 87% of the Company’s outstanding common 
stock was owned by Admiral Corporation (‘Admiral’). 

Certain agreements relating to Admiral’s long-term 
loan indebtedness provide, among other things, restric- 
tions on Admiral and its consolidated subsidiaries, which 
include the Company and its consolidated subsidiaries. 
Such restrictions include limitations as to stock redemp- 
tions and other distributions, the maintenance of working 
capital and stated ratios, the creation of funded and mort- 
gage indebtedness and the merger or consolidation of 
any consolidated subsidiary except into Admiral or an- 
other of its consolidated subsidiaries. In addition, Admiral 
is prohibited under these agreements from reducing its 
ownership interest in the Company below 67%. 

Certain long-term indebtedness of a foreign subsidiary 
payable to Admiral was purchased by the Company from 
Admiral in 1970 at a discount of $605,000. The effective 
rate used in the computation of such amount was equal 
to a rate which would yield a return based on the prime 
rate of interest then in effect. The discount, included in 
“Other deferred credits’’ in the accompanying con- 
solidated balance sheet, is being amortized to income 
over the periods that the related notes are payable to 
the Company from its subsidiary. Discount in the amount 
of $96,000 in 1971 and $26,000 in 1970 was amortized 
and included in “Other income” in the consolidated 
statement of income and retained earnings. 

Certain license and technical service agreements be- 
tween the Company’s foreign manufacturing subsidiaries 
and Admiral provide for the payment of royalties to 
Admiral in return for certain manufacturing rights, tech- 
nical assistance and service. Royalties paid to Admiral 


Net assets—December 27, 1971: 
Current assets 
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Property, plant and equipment—net...... 
Other noncurrent assets (liabilities) net... . 


Net assets—December 31,1970 ............. 
Net income—1971 
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“Includes extraordinary item of $425,000. 


under these agreements aggregated approximately 
$650,000 in 1971 and $750,000 in 1970. In addition, a 
domestic subsidiary of the Company and Admiral are 
joint parties to similar license and technical service 
agreements with other companies in various countries 
throughout the world. Royalty income relating to the 
above agreements is shared equally by the subsidiary 
and Admiral. 


NOTE 2—PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the Com- 
pany and all of its subsidiaries, except for Ensign 
Acceptance Corporation, Ltd. (“‘Ensign’’), a Canadian fi- 
nance subsidiary, which is accounted for on an equity 
basis. All of the Company’s consolidated subsidiaries are 
wholly-owned, except Canadian Admiral Corporation 
which is approximately 97.5% owned. 

At December 27, 1971 and December 31, 1970, Ensign 
had total assets (principally receivables) of $6,307,000 
and $6,319,000, respectively and total liabilities (prin- 
cipally short-term debt) of $4,685,000 and $4,733,000, 
respectively. Net income for the two years was $221,000 
(1971) and $130,000 (1970). 

In 1971, the Company changed its year-end date from 
December 31 to December 27. The change did not 
have a significant effect on the accompanying con- 
solidated financial statements. 


NOTE 3—FOREIGN OPERATIONS, 
TRANSLATION OF FOREIGN CURRENCIES 
AND EXTRAORDINARY ITEM 


Substantially all of the net assets of the Company and its 
consolidated subsidiaries are employed in operations 
outside the United States. The geographical distribution 
of the net assets, net income and retained earnings of the 
Company and its consolidated subsidiaries is as follows: 


All others, 

including 
Canada Mexico Taiwan United States 
$24,882,000 $8,780,000 $9,901,000 $9,550,000 
(8,631,000) (1,785,000) (3,292,000) (2,583,000) 
2,295,000 1,268,000 2,381,000 52,000 
302,000 28,000 39,000 (468,000) 
$18,848,000 $8,291,000 $9,029,000 $6,551,000 
$16,591,000 $7,373,000 $8,874,000 $4,277,000 
$ 2,913,000 $ 867,000 $1,256,000 $ 568,000 
$ 1,819,000* $ 867,000 $1,284,000 $ 423,000 
$17,462,000 $6,957,000 $4,796,000 $4,624,000 


Foreign currency assets and liabilities have been 
translated into United States dollars at year-end ex- 
change rates, except for investments and property, 
plant and equipment which have been translated at 
rates prevailing when acquired. Income and expense 
items have been translated at average rates of exchange 
prevailing during the year, except for depreciation and 
amortization which have been translated at the rates 
prevailing when the properties were acquired. Gains 
resulting from these translation procedures are deferred 
except to the extent of previously recognized losses. 
Losses are offset against net deferred gains; the excess 
of losses, if any, is charged against income as incurred. 

The amount of net unrealized translation gains was 
$345,000 at December 27, 1971 and $157,000 at Decem- 
ber 31, 1970 and is included in ‘‘Other deferred credits” 
in the accompanying consolidated balance sheet. The 
increase in the value of the Canadian dollar (expressed 
in terms of the United States dollar) after it was unpegged 
on June 1, 1970 resulted in a translation gain in 1970, of 
which $425,000 has been reflected in the accompanying 
consolidated statement of income and retained earn- 
ings as an extraordinary item. 


NOTE 4—INCOME TAXES 


The Company and its domestic subsidiaries provide for 
federal income taxes as if they were filing a separate 
consolidated federal income tax return, even though their 
consolidated taxable income is included in the con- 
solidated federal income tax return of Admiral. Federal 
income taxes currently payable are remitted to Admiral. 

The normal relationship between income tax and pre- 
tax income does not exist for the Company and its con- 
solidated subsidiaries as a whole primarily because of 
the different effective tax rates that exist in the various 
countries in which the Company’s subsidiaries operate, 
principally Taiwan. The Company's subsidiary in Taiwan 
has received certain exemptions from normal Taiwan in- 
come taxes on its operations which expire at varying 
dates to 1975. Without these exemptions, the provision 
for foreign income taxes in the accompanying consoli- 
dated statement of income and retained earnings would 


have been greater by approximately $375,000 ($.12 per 
share) in 1971 and $184,000 ($.06 per share) in 1970. 
No provision has been made for U.S. federal income 
taxes that would become payable if and when the undis- 
tributed earnings of foreign subsidiaries are distributed 
to the Company in the form of dividends since, with the 
exception of the Taiwan subsidiary, any taxes payable 
would be substantially offset by foreign tax credits re- 
sulting from income taxes paid in the foreign countries. 
With respect to the undistributed earnings of the Taiwan 
subsidiary, provision has not been made for U.S. federal 
income taxes since it is the Company's intention to per- 
manently invest these earnings in foreign operations. 
Should such accumulated earnings be distributed, the 
resulting additional taxes (based on current tax rates 
reduced by foreign tax credits for foreign taxes paid) 
would approximate $1,650,000 of which approximately 
$475,000 ($.15 per share) is applicable to 1971 and 
$435,000 ($.14 per share) is applicable to 1970. 


NOTE 5—DEPRECIATION AND AMORTIZATION 


Provisions for depreciation and amortization are deter- 
mined principally under the straight-line method by the 
Company and all of its consolidated subsidiaries other 
than its Canadian subsidiary. The Canadian subsidiary 
uses a diminishing balance method for computing de- 
preciation. 


NOTE 6—COMMITMENTS AND CONTINGENCIES 


The Company and its consolidated subsidiaries rent 
certain real property under long-term non-cancellable 
lease agreements expiring at various dates through 1989. 
The rentals under such agreements will be approximately 
$190,000 annually in 1972 through 1978, and decreasing 
amounts thereafter through 1989. 

Certain subsidiaries of the Company are contingently 
liable under repurchase agreements and guarantees 
primarily with the unconsolidated Canadian finance sub- 
sidiary and certain notes receivable discounted, none of 
which, in the opinion of management, will have a material 
effect upon the consolidated financial statements. 


OPINION OF INDEPENDENT ACCOUNTANTS 


To the Board of Directors and Stockholders 
of Admiral International Enterprises Corporation 


In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of 
income and retained earnings and changes in financial position present fairly the financial position of Admiral Inter- 
national Enterprises Corporation and its consolidated subsidiary companies at December 27, 1971, the results of 
their operations and the changes in financial position for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. Our examination of these state- 
ments was made in accordance with generally accepted auditing standards and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

The financial statements of Admiral International Enterprises Corporation and its consolidated subsidiary com- 
panies for the year ended December 31, 1970 were examined by other independent accountants. 


Chicago, Illinois 
March 16, 1972 


Bees Gee € Zs 


ADMIRAL INTERNATIONAL ENTERPRISES CORPORATION 


Directors and Officers 


BOARD OF DIRECTORS 
VINCENT BARRECA, Chairman 
MARK H. BERENS 

STUART D. BROWNLEE 
GEORGE E. DRISCOLL 
ANTHONY S. FARINA 

ALFRED F. MIOSSI 

ROSS D. SIRAGUSA, JR. 


OFFICERS 
VINCENT BARRECA 

Chairman of the Board and President 
GEORGE E. DRISCOLL 

Vice President and Treasurer 
NORMAN E. JOHNSON 

Vice President and Secretary 


NOTICE OF ANNUAL MEETING. All stockholders are cordially 
invited to attend the Annual Meeting of Admiral International 
Enterprises Corporation which will be held at 2 P.M., Thursday, 
May 11, 1972, at the company’s general headquarters at 9575 
Higgins Road, Rosemont, Illinois. 


OPERATING COMPANIES AND BRANCH 
ADMIRAL CORPORATION INTERAMERICANA 
ADMIRAL INTERNATIONAL CORPORATION 
Rosemont, Illinois 

NORMAN E. JOHNSON, President 
CANADIAN ADMIRAL CORPORATION, LTD. 
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JOHN STUBBS, Vice President 
ENSIGN ACCEPTANCE CORPORATION, LTD. 
Port Credit, Ontario, Canada 
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ADMIRAL DE MEXICO, S.A. DE C.V. 
Mexico D.F., Mexico 

ANTHONY S. FARINA, President 
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ADMIRAL OVERSEAS CORPORATION 
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